











should be given to banks that illegally discriminate against certain types of borrowers, increase
displacement, or otherwise engage in predatory lending practices. The current CRA framework
does not account for such harm in the rating process, often allowing banks to pass their CRA
exams without considering the damage a bank may be causing in other areas of its business.
Findings of displacement, consumer harm, and violation of any civil rights or consumer
protection laws should trigger greater scrutiny and negative consequences under the CRA. No
bank should be allowed to pass its CRA exam if a regulator finds evidence of discrimination.
Findings of discrimination should result in an automatic downgrade in a bank’s CRA rating that
remains in place until the bank’s next CRA evaluation, and the bank should remain under close
scrutiny until there is sufficient evidence that changes have been made to address the problematic
practices.

Quality of Lending and Investments

As mentioned above, the CRA framework should explicitly include race, and retain its focus on
the impact of investments on LMI communities. We support the continued separate evaluation of
lending to low-income and moderate-income borrowers and oppose lumping LMI altogether
because low- and moderate-income communities may have different needs to consider. All
potential CRA investments and services should be examined with a specific focus on how they
are affecting communities of color and low- and moderate-income communities.

CRA examiners should look beyond the dollar value of CRA investments to the pricing, terms
and features, and evaluate their community impact on the borrowers and communities they are
intended to benefit. We support the FRB’s proposed enhancements of the retail services test to
provide a more detailed review of services, branches and bank products on communities, and in
particular, the inclusion of consumer lending on CRA exams. CRA examiners should analyze
data on fees, costs and default rates to ensure that a bank’s consumer lending is responsible and
sustainable and takes into account the borrower’s ability to repay. Only safe and responsible
consumer lending and services should qualify for CRA activity. CRA credit must not be allowed
for payday loans or other high-cost predatory products that trap borrowers in a cycle of debt with
hidden fees and costs. A bank that is “renting” out its bank charter through a partnership with an
abusive payday lender in order to exceed state interest rate caps and issue unaffordable loans is
not meeting credit needs, but instead facilitating consumer harm and extracting wealth. Banks
who engage in rent-a-bank partnerships that violate state consumer protection laws should be
downgraded on their CRA exams. New products and programs targeted towards the unbanked
and underbanked, which often include LMI consumers and communities of color, should be
scrutinized to make sure they are in compliance with consumer protection laws and provide
access to the financial mainstream and wealth-building credit, not a subpar secondary financial
market.






Data Collection

We support the FRB’s proposals to collect improved community development and deposit data
to evaluate the availability, usage, and impact of bank activity in this area. Data is crucial to
evaluate which products, services, and investments are the most effective and the actual impact
on the communities they are intended to serve. Community development and deposit data should
be collected on a census tract level or at least on a county level so that CRA exams can better
target community development financing to areas of need. The lack of a database on community
development activities makes it impossible to determine CRA hot spots and deserts. Effectively
targeting underserved areas with community development financing is not possible without data
being available at a census tract and county level. Rigorous ratings, performance measures,
assessment area definitions and data collection are necessary if CRA is to meaningfully increase
access to credit and capital to communities of color, LMI neighborhoods, Native American
reservations and other underserved areas and populations, including older adults, people with
disabilities, and consumers with limited English proficiency.

The Board should require collection of data on marketing, pricing, terms, defaults, and

collections to provide examiners and the public with the information they need to evaluate
whether a bank’s practices are in fact helping or exacerbating community credit needs.

Assessment Areas

Bank presence remains important to LMI communities and communities of color, and especially
to seniors, customers with limited English proficiency, and communities with limited broadband
access. CRA assessment areas should maintain a focus on bank branches for this reason. We
support the Board’s retail services subtest that will evaluate branch-based services and appreciate
the consideration of bilingual services and disability accommodation, as well as non-branch
delivery channels. Given the expansion of bank services beyond branches, we also support
Board’s proposals to expand assessment areas to include areas outside of branches with
significant amounts of bank activity, including lending, marketing, online deposit-taking, debt
collection, and other products and services that represent a significant share of bank business and
a significant market share in a given community. An assessment area should capture the
geographic locations where a bank’s business is concentrated.

We strongly oppose national assessment areas for internet banks. A nationwide assessment area
that is everywhere is meaningless because it is not tied to anywhere. It undermines the CRA
requirement that banks serve the local communities where they do business. Banks should be
examined for their presence in the places their business is concentrated. A nationwide
assessment area would allow internet banks to cherry pick which areas to focus their retail and



community development activities for CRA credit, gravitating towards serving those areas in
which it is easiest to conduct CRA activities rather than areas most in need of credit and
investment. Such an approach also cannot take into account such qualitative aspects of these
products as to their responsiveness to the varying needs of LMI customers and borrowers of
color across communities. Community context is an important variable for any evaluation of
impact on LMI communities and neighborhoods of color.

Even if an online bank’s services are available nationwide, internet banks do not have an even
distribution of loans and services throughout the country. Data analysis can designate areas
where high numbers of retail loans or deposits are located for internet banks. A better option
would be to employ the very benchmarks that are already being used by CRA examiners to
evaluate a bank’s mortgage, small business, and farm lending at the local level. These same tests
can be applied to the local retail markets served through the internet. This system for covering all
the markets where a bank has a retail presence is consistent with the legislative focus on local
communities in which the institution is chartered to do business. The correct focus is evaluating
the bank’s services in the locations where its retail business is concentrated, which can be
evaluated without the presence of a physical deposit-taking facility.

All banks, including branchless banks or those that have online and branch operations, must have
local assessment areas for evaluating their performance as the CRA intended. The Board should
adopt an approach that captures the vast majority of a bank’s loans on CRA exams, whether it is
a traditional or nontraditional bank, in order to be most effective in increasing access to safe and
sound credit and banking services, which will be particularly important for LMI neighborhoods
and communities of color as they seek to recover and rebuild after the pandemic has subsided.

Community Participation

The Board identifies increasing community participation as one of the objectives for this
rulemaking. Community members provide invaluable knowledge and perspective about their
community credit needs. The CRA process should create opportunities for greater community
involvement by increasing their role in the examination and bank merger process. Strengthening
the role of community contacts, input, comments, and participation and the significance of
‘performance context’ in the CRA process will help to ensure that bank activity is in fact closely
tied to community needs. Enhanced data collection and public access will enable community
members to better inform the regulators and provide more relevant input. The FRB should
establish a minimum of 90 days for public comment on merger and other bank applications,
provide that public hearings will be held on such applications if community concerns are raised,
and expedite Freedom of Information Act requests during applications to allow the public to
provide informed input and raise concerns as appropriate.


















construction of energy efficient and climate resilient affordable housing, schools, and businesses;
community clean energy projects and microgrids; nature-based protective infrastructure;
electrified public transit and electric vehicle charging infrastructure; new parks and green spaces;
health facilities to treat heat-related illness; expansion opportunities for green small businesses;
disaster preparedness products; investments to address pollution from toxic sites in the
community, including rehabilitation of facilities into renewable energy sites, remediation of
lands that have been contaminated, and related improvements that make these sites safer for the
environment and surrounding communities; and other community investments that minimize
climate risks and serve LMI communities and communities of color. This climate focus should
always be integrated with the focus on LMI communities and communities of color, and projects
must serve, and not displace, people in these communities. Regulators should assess how CRA
investments are meeting community environmental needs and the corresponding public health
and economic impacts, and codify climate resilience as a beneficial activity within the CRA
credit and rating process.

Conclusion

The purpose of the CRA is to combat redlining and disinvestment by requiring banks to serve the
communities where they do business and provide safe and affordable credit to people of color,
LMI households, and the neighborhoods and businesses that make up their communities. All
changes to the CRA should be guided by this purpose, evaluating loans and services to people of
color, increasing community building investment to LMI communities and neighborhoods of
color, and providing an accurate reflection of how banks are meeting the needs of these
communities. Thank you for giving us the opportunity to comment on the FRB’s proposals
regarding the CRA. We look forward to continuing to engage with the Board on these important
issues.

If you have any questions please contact Linda Jun, Senior Policy Counsel, at
linda@ ourfinancialsecurity.org.

Sincerely,

Americans for Financial Reform Education Fund
American Sustainable Business Council

Better Markets

California Reinvestment Coalition

Center for Community Progress

Consumer Action
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Consumer Federation of America

[linois People's Action

Main Street Alliance

Massachusetts Communities Action Network

NAACP

National Consumer Law Center (on behalf of its low-income clients)
National Fair Housing Alliance

National Housing Resource Center

National Urban League

New Jersey Citizen Action

Save Us Now Inc

Small Business Majority

Strategic Organizing Center (formerly Change to Win)
Texas Appleseed

U.S. PIRG Education Fund
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